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: People, Events, Techniques

people, events, techniques
Nationwide Electronic Credit Transfer System Seen as Inevitable;

Working on Chief Stumbling Block, Personal Identification

“The development of a national
and largely integrated system of
electronic money and credit trans
fer is inevitable over the next 15
years,” was the verdict of a Die
bold Group study of the future
money and credit, reports Ralph
E. Weindling, director of the
Group.
Weindling, in reviewing the
findings of the last year of the
Group’s continuing study, com
pared the expected development
of automated financial transactions
to the development of the nation’s
transport and telephone systems
over the past 15 years. “Just as
those facilities, as they were in
1952, would break down under the
demands of 1967 traffic, so would
our current system of money and
credit transfer break under the
projected demands of 1982,” he
said. “This will not be allowed to
happen because it would mean the
economic strangulation of the
United States.”
In reviewing the findings of the
study, Weindling expressed doubt
of the success of most of the cur
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rent bank-retail credit card ven
tures. The competitive structure of
banking and business institutions,
cost factors, and optimal utiliza
tion of available technologies point
the way to a nationally and region
ally integrated system. Although
many new bank activities do repre
sent a response to future probabil
ities, few of the current bank ven
tures seem to be headed in the
direction of an integrated system,
nor do they appear capable of
joining the few leading financial
and credit groups preparing to
achieve such systems. It is likely,
Weindling said, that such leaders
as the Bank of America and certain
joint bank-credit card company
ventures will be the ones to deter
mine the future environment for
financial transactions. And “only
those ready to fit into that en
vironment — in terms of technol
ogical planning, service capabili
ties, and marketing — are likely to
profit from it.”
With the exception of a safe
and inexpensive identification tech
nology, the specific technologies

for an automated system of money
and credit are already available.
According to Diebold estimates, ex
isting computer, communications,
and terminal equipment would be
capable of handling the basic tech
nological requirements of an auto
mated system and could do so at
a relatively low cost. The big
problem that remains is finding
an effective method of maintaining
an identification file. This will
probably involve some sort of voice
recognition spectrogram technique,
Weindling said. Such techniques
are undergoing rapid development
now and should be ready for use
during the early 1970’s.
The effects of the oncoming cash
less society, as enumerated by
Weindling, include:
• More and smaller transactions
will be done on credit.
• There will be more efficient
control of credit risks.
• The credit granting function
will be broader.
• The consumer will benefit
through a consolidation of his re
sources and the greater availability
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checkless society and reviewing
of financial advisory services to ad
for banks in a direct funds trans
some of the projects of ABA’s
fer system.
vise him on the best way to op
Checkless
Society
Committee,
Mr.
timize these resources.
“It is extremely important,” Liv
W. Putnam Livingston, vice presi
• Major savings to business will
ingston stressed, “that bankers and
dent of Bankers Trust Company,
result from lower audit, bad debt,
businessmen treat these projects
New York City, described the
and check handling costs.
seriously. We have already seen too
checkless society as a nationwide
• Product-related credit cards
many articles appearing in the
financial information utility, with
will cease to be profitable to re
press and in magazines that do not
data and information massive
tailers.
do justice to the vision of a check
enough to call for “a dedicated
The effect of the cashless society
less society when we should be
system.” In addition to handling
on banks, Weindling added, will
considering it soberly for what it
the movement of money, this sys
probably be in the form of a
really is — one of the truly signi
tem may include credit, credit in
reduction both in float and in de
ficant promises of the computer
formation, and data for all the na
age.”
mand deposits. During 1966 banks
tion’s economists. It is this last
derived around 66 per cent
their
function, Livingston said, that may
income from demand deposits. By
prove to be one of the most im
1975-1980, however, demand de
Honeywell Asks Probe
portant aspects of the system in
posits are expected to represent
terms of maintaining and monitor
only 45 per cent of their revenue.
Of Air Force Contract
ing our country’s economic health.
The checkless society concept
Inherent in a checkless society,
was also the subject of several ad
Award to High Bidder
Livingston said, is the establish
dresses before the recently held
ment of a computerized communi
National Automation Conference,
The once subdued, behind-thecation system capable of transfer
sponsored by the Automation Com
scenes rivalry among leading com
ring funds of business and indi
mittee of the American Bankers
puter manufacturers seems to be
viduals through easily accessible
Association.
out in the open—at least
far as
input and output terminals with
In examining the concept of the
Honeywell, Inc. is concerned.
minimum dependence on docu
The electronics concern has
ments. The reduction or elimina
asked a General Accounting Office
tion of documents, however, im
investigation of an Air Force award
poses an acute demand for per
to IBM over a lower Honeywell
sonal identification and some sort
bid and has taken on another
of universal numbering system on
major competitor, Sperry Rand, in
the order of the social security
a $60-million suit for damages.
number.
The Air Force squabble has as
background the service’s call for
competitive bidding on a contract
Research going on
for 150 business-type computers,
ABA’s Personal Identification
the largest single contract ever
Project Committee is currently
negotiated. Several leading com
studying the problem of choosing
puter manufacturers, including
the best number to identify Joe
Honeywell, submitted bids. Honey
Smith and proving that Joe Smith
well has charged that IBM won
actually is the person he claims to
the contract with a bid that was
be. “Also, ABA’s Checkless Society
$60 million higher than Honey
A series by BEMA
(Business Equipment Mfrs. Assoc.)
Committee is coordinating its ef
well
’s and significantly higher than
for all management — large and small
forts with those of NABAC and the
the other bidders’, Burroughs Corp.
ADVANCED TECHNOLOGY FOR
Federal Reserve System. NABAC
and RCA.
EFFICIENCY AND ECONOMY
is
using
the
Illinois
Institute
The Air Force replied that the
• Decisions
DATA
Technology
to
conduct
a
year-long
contract was given to IBM under
How to get the most out of data
processing;
pages, $7.25
survey to develop design criteria
the Pentagon’s procurement tech
• Office Machines: SYSTEMS Devices
for a modern, practical, and mininique of “life-cycle costing,” in
Latest techniques in systems and
mum-cost electronic communica
which training, repairs, and main
methods; 156 pages, $6.00
tions
system
to
serve
the
banking
tenance over the life of the contract
• Developing the
Total OFFICE Environment
industry,” while the Federal Re
are figured in as well as original
Space — Productivity — corporate
serve System has been using the
purchase price. Thus, a contract
image concepts; 112 pages, $4.75
Order today Stanford Research Institute for a
winner could have higher original
study which has already suggested
costs but could offer large enough
THOMPSON BOOK COMPANY
National Press Bldg., Washington, 0. C. 20004
advantages subsequently so that
as many economies for business as
6
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overall costs would be low. Under
this criterion, the Air Force main
tains, IBM’s package was “not sig
nificantly more costly” than the
other manufacturers.
In its letter to the GAO asking
an investigation, Honeywell has
charged that the Air Force award
has “favored IBM to the exclusion
of Honeywell and to the detriment
of the taxpayer.” Honeywell’s esti
mate
the cost to the latter:
“more than $60 million.”
The GAO is making a study
the award and may, as a result,
produce more clearcut guidelines
for future computer orders by the
government.
The Honeywell-Sperry Rand dis
pute arises over a patent held by
the latter; Honeywell charges that
licensing practices by Sperry Rand
are damaging to Honeywell’s busi
ness. Sperry Rand holds a patent
on the Eniac (the first electronic
computer, built in 1942 for the
government).
Honeywell claims Sperry Rand’s
licensing
agreements are discrimin
(Top)
atory and that one “favored licen
see” is paying much lower royal
ties than are being asked of other
manufacturers. Moreover, Honey
well says, the basic Eniac patent is
itself invalid, since the patent was
not granted until 1964, and the
Eniac was on sale in the United
States for more than a year after its
development and before the patent
was granted. The law stipulates,
according to Honeywell’s suit, that
a patent to be valid must be filed
not more than one year “subse
quent to a ‘public use’ or an ‘on
sale.’ ”
Sperry Rand, which
all ma
jor computer manufacturers have
been approached about the Eniac
patent and that a great many licens
ing agreements are being negoti
ated, has filed a $20-million counter
suit against Honeywell charging
patent infringement.
The “favored licensee” mentioned
in the Honeywell suit, though not
named, is assumed to be IBM,
which announced a cross licensing
agreement with Sperry Rand in
1965.
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Gary N. Coen, data processing
manager for Mayflower Transit, reads
information printed in Indianapolis as
it is transmitted from visual display
terminals in Los Angeles or New York.
Clerk simultaneously enters van sched
uling data on shipments in central
section of country. (Right) Printer
units alongside the visual display ter
minals record each detail of moves
registered by the dispatcher, or
moves originating elsewhere but in
volving van movement in the dis
patcher's area.

Move Over, Railroads; Now Moving Company
Has Computer Control of Van Locations
The moving industry’s first com
puter-controlled van management
system has been inaugurated by
Aero Mayflower Transit Company.
Now, 2,900 miles of leased tele
communications lines link the com
pany’s dispatching offices in Los
Angeles, New York City, and In
dianapolis with an IBM System/
360 Model 30 computer that re
cords, stores, and feeds dispatch
ing information needed to coordi
nate the interstate movements
a fleet of 1,500 moving vans.
The sort of order information
stored on magnetic disks by the

computer, located in Indianapolis,
includes shipper’s name, order
number, size of shipment, point of
origin, destination city, estimated
cost, loading date, delivery date,
packing services to be provided,
and data required for billing pur
poses and for internal use. Move
orders, routes, and scheduling and
operational information are also
stored in the computer’s files for
answering inquiries and updating.
Dispatchers in the three cities
use IBM 2260 visual display ter
minal units to enter information on
each long distance move into the
37
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computer. Mayflower also has in
“Note the emphasis here on mar
Business Should Welcome
dividual printers linked with the
ket structure. If that structure is
Antitrust Decisions,
computer to type out orders and
indeed unsatisfactory, only dissolu
special instructions at the dis
tion of giant enterprise can, I
Economist Says
patcher stations in the three cities.
would assume, correct it.”
The economist said he believes
Perhaps the executive who criti
business can exist far more com
Rate calculation
cizes government regulations con

fortably in an atmosphere where
trolling his business is risking much
In addition to van management,
the emphasis is on performance.
more fundamental government in
the company plans to store tariff
“A bit of adjustment and com
terference with the basic structure
sections and special rate informa
promise in performance is a lot
of business, the National Associ
tion in the computer. Once the
easier to take than a major re
ation of Business Economists was
computer is given the section, mile
structuring of business enterprise,”
warned recently.
age, and special instructions, it can
he concluded.
The speaker was Dr. Irwin M.
calculate rates under proper sched
The businessman’s most valu
Stelzer, president of National Eco
ules, add special charges, extend
able ally in the area of government
nomic Research Associates, Inc. He
the amounts, and prepare the
regulations may well be his “lib
gave his talk at the Association’s
proper billing. This will not only
eral” critics, the economist said.
annual seminar on the proper re
provide fast, accurate billing of
lationship between government and
commercial accounts but will also
business in New York City.
serve as a double check on the
“Power attracts regulation,” Dr.
New York City Turns to
charges for all private moves.
Stelzer said. “Those of you who
Other jobs currently being han
Private Industry for
are impatient with recent antitrust
dled by the computer include
decisions would do well to con
preparation of a 650-man payroll,
Help in Traffic Snarl
sider this carefully. Effective anti
calculation of mileage and mainte
trust enforcement may prove incon
nance records for vans in operation,
There are at least some instances
venient and costly at times. But
claims accounting, accounts receiv
where government, rather than as
successful enforcement of antitrust
able, agent statements, contract
suming the role of private business,
principles will preserve market
truck recordkeeping, and paper
reverses the process; New York
structures which are less likely to
work for state taxes and sales
City has turned over to private
attract regulatory attention.”
volume reporting.
enterprise two functions usually
Citing the case of a former busi
handled by municipal authorities.
nessman (mentioned as a possible
Mayor John Lindsay, chief ex
candidate for the Republican presi
ecutive of the nation’s metropolis,
dential nomination) who, in a re
Ivy League Schools
signed contracts last month with
cent attack on excessive concen
Chemical Bank New York Trust
Strengthen Their Hold
tration of power in the hands of
Co. and Computer Usage Devel
a few large concerns, had said,
opment Corp. to take over much
On Executive
“Monopoly power on the part of
of the bookkeeping involved in
business, which keeps prices arti
accepting payment for traffic fines
Contrary to popular impression,
ficially high, defeats both progress
and for identifying those who have
the incidence of Ivy League col
and progress sharing,” Dr. Stelzer
received summonses but have never
lege graduates in top executive
commented:
posts is growing rather than dim
paid the fine. Chemical will han
inishing. A report by Standard &
dle a load of about 15,000 mailed
Poor’s Corp. shows that 47 per
payments each week, which in
cent of top business leaders who
cludes fines for both traffic and
Correction
are college men are Ivy League
jaywalking violations. Cost to the
Management Services made an
graduates; twenty years ago, only
city: 11½¢ a ticket. Computer Us
error in the article, “Pareto’s Law
41 per cent had a northeastern
age will make up the other half of
and Modern Management,” by C.
diploma.
the
system; it will devise a com
Jay Slaybaugh, p. 53, March-April,
The percentage of college gradu
puter
system that will match the
’67. The author used the phrase,
ates among the 70,000 executives
bank’s records of fines paid against
“Pareto’s formula represents a
surveyed has risen from 41.4 per
a ist of outstanding summonses.
family of curves depending on
cent to 67.6 per cent in the period
The system will first isolate those
the value assigned to oc.” The
since 1947, the survey showed.
who have not paid their fines, and
author’s oc was set by our printer
As in 1947, Harvard,
and
then issue arrest warrants for them.
as ∞, the mathematical symbol for
Princeton led the list, in that order,
In the past, approximately 40
infinity.
per cent of the million-plus traffic
in this year’s survey.
The Editor
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tickets issued annually in New York
were ignored completely by their
recipients. Importance to the debtridden city of the new system can
be seen, however, from the fact
that the 60 per cent of the citizens
who did pay their fines contributed
$14 million a year to the city.

Computer-TV-Film
Complex Designed to Aid
Indian Education
Evco, a basic instructional re
search and design firm of Albu
querque, New Mexico, has been
awarded an $86,100 contract by the
Bureau of Indian Affairs for com
puter-guided instruction and closed
circuit television to be used in
schools at Isleta Pueblo, N.M.
According to Evco partners Skip
Cornell and Dr. James Evans, the
program is aimed at furthering “ac
culturation — on bringing Indian
children further into the 20th Cen
tury culture amid which they live.”
The Isleta project, when it be
comes operational next September,
was explained by Cornell and Ev
ans like this:
Each day Isleta students are
tested on a machine-scorable de
vice called the Evco card.

Results sent by phone
trailer housing a closed-circuit
broadcasting center and transmit
ting equipment will be parked at
Isleta to send the test results via
telephone line to an IBM 1130
computer located at Evco.
At Evco, the computer translates
each student’s scores and selects a
tailored program of films on each
aspect of contemporary American
cultural understanding on which
scores indicate more work is
needed.
Individual results, overall class
results, and the program for the
following day are then transmitted,
again via telephone lines, back to
the trailer—ready for teachers’ use
the next morning.
July-August, 1967

Published by eGrove, 1967

: People,
Events,
Techniques
Depending
upon
whether or not
the teacher wishes to take advan
tage of the filmed program for the
day, each closed circuit telecast
originating in the trailer is made
available to complete classes or to
individuals within each class, as
indicated.
According to Cornell and Evans,
the key to the project is the pro
vision for individual differences.
Many Indian children have had no
exposure to ideas that are basic
parts of American society, while
many others are familiar with these
ideas. The computer-mediated con
cept provides that “in each class
and for each class member, each
day’s test yields the next day’s pre
scription.”
The partners pointed out that
one central computer plus trailers
located at each school section
would make the system usable in
almost any number of separate
schools simultaneously.

Hospitals Plan to Spend
$20 Billion on Growth

In Next Ten Years
American hospitals plan a major
rise in expenditures during the
next decade—$20 billion by 1977
or more than 70 per cent more than
was spent in 1957-1967. They also
anticipate that the Federal gov
ernment will be the source of about
40 per cent of the funds—which is
at least twice what the government
estimates.

Automation planned on
These expectations are revealed
in a survey of more than 500 hos
pitals conducted by Walter Kidde
Constructors, New York.
The overall increase of 69 per
cent breaks down into 54 per cent
for construction of new facilities
(see article on Medicare, p. 28,
this issue), 69 per cent for expan
sion of existing facilities, and 137
per cent for modernization.
In modernization plans, some

form of automation plays a leading
role. Of 305 respondent hospitals
which have considered the use
computers, 286 or 90 per cent are
planning to install them. Two hun
dred and eleven respondents stud
ied closed circuit TV applications;
149 plan to use them.
Sharing resources among several
different hospitals will also be
stressed far more heavily in the
years ahead, according to the sur
vey. About half the respondents
have considered the pooling of
blood banks, and 68 per cent of
these plan on it. Forty per cent of
the respondents have investigated
the sharing of geriatric facilities,
and 61 per cent of these are still
pursuing the idea.
More than half have considered
pooling laboratory facilities, and
exactly half of these plan to do so.
Queried on the subject areas they
are most interested in, respondents
listed the top ten as:
Hospital design, computers and
automation, nursing wing facilities,
flexibility of use, design of ex
tended care units, design of inten
sive care and cardiac care units,
waste handling, overall efficiency,
financing, and vertical and horizon
tal traffic movements.

Electronic Test Checker
Introduced; Scanner and
Memory Units Do the Job
An electronic test checker, espe
cially suitable for personnel de
partments to use for testing the ap
titude of applicants and employees,
has been introduced by Rochester
Datronics, Inc., Minnesota.
Called the Datronics 400, the
machine takes less than one sec
ond to electronically scan a truefalse or multiple-choice test paper,
compare it with the right answers
stored in its memory, mark the
wrong answer, and print the appli
cant’s total correct score.
The test checker is about 40
inches long, 12 inches wide, and
8 inches high. It can be placed on
9
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Eight
Eastern
Women
’s
plugged into any standard 120-volt,
bon, paper, or type. Rather, com
50/60-cycle AC outlet.
puter or magnetic tape data are
Colleges Form Data
Applicants taking a test select
presented n an internal cathode
Rank on Students
one from as many as four answers
ray tube, and as the characters are

for each question and mark their
formed they are permanently ex
choices on an answer sheet. No
posed on microfilm.
computerized data bank at
special pencils are needed.
Under the former system using
Vassar College, Poughkeepsie, New
The machine is also protected
electromechanical printers, it took
York, will help a group of eight
against clever attempts to beat a
each of the IRS Regional Service
women’s colleges rate students ap
test by marking two or more
Centers almost 1,600 hours of print
plying for admission by comparing
blanks. The machine simply skips
ing time in a single month to re
their records with those of students
over that question and answer,
cord annual listings alone. Now, in
already in college.
leaving it up to the interviewer to
the 1,600 hours once required to
The eight colleges that will con
decide whether the applicant had
print one region’s annual listings,
tribute information for the data
the S-C 4400 turns out annual lists
suspicious motives or made an
bank are the members of the Col
for the entire nation—with around
honest mistake.
lege Research Center and include
1,000 hours left over for any other
Rochester Datronics, Inc., worked
Vassar; Briarcliff College, Briarcliff,
with engineers from Honeywell’s
required activities.
N.Y.; Connecticut College, New
Another important benefit of the
Micro Switch division to develop
London, Conn.; Hollins, Hollins,
the simplified control system that
new system, at least for the IRS
Va.; Mount Holyoke, South Had
uses only two push buttons. One
reference clerk, is that while
ley, Mass.; Randolph-Macon Wom
formerly he had to move about
push button turns the machine on.
en’s, Lynchburg, Va.; Trinity, Hart
two tons of paper on and off the
The other selects either test pro
ford, Conn.; and Wheaton, Norton,
shelf each day to process data and
graming or scoring.
Mass.
answer inquiries, now, using the
To program an entirely differ
The data bank will include such
microfilm system and retrieval
ent test, a sheet with the right
information
applicants’ grades,
codes, he can simply insert an
answers is simply run through the
admission scores, motivation, and
eight ounce microfilm cartridge
machine to put the right answers
attitudes as well as statistics and
into a microfilm reader and locate
in the machine’s memory. To put
progress reports on students al
the correct line of data in less
the machine in the scoring mode
ready in college. Such information
so it can mark test papers, the
than two minutes.
will help admissions officers de
push .button is released.
cide, for example, whether an ap
plicant with rather low grades and
high motivation can succeed or
EDP Programs Patent
whether the college of the appli
Records Computer
cant’s choice is actually the best
Not Recommended
college for her.
Output Directly on

Microfilm Records
The Internal Revenue Service
has gone one step- further in its
effort to streamline its clerical pro
cedures.
IRS is now using a StrombergCarlson Microfilm Recorder to con
vert tax information from auto
matic data processing systems into
permanent microfilm records that
are being made at speeds 25 times
faster than is possible with electro
mechanical printers and that are
easier to use and less costly to
transport than the paper ledgers
formerly produced.
Stromberg-Carlson, a subsidiary
of General Dynamics, designed the
S-C
so that, unlike other com

The President’s Commission on
the Patent System has recommend
ed that computer programs not re
ceive patent protection.
The full text of the recommenda
tion reads as follows:
The classes of patentable subject
matter shall continue at present,
except:
3.
series of instructions which
control or condition the operation
of a data processing machine, gen
erally referred to as a “program,”
shall not be considered patentable
regardless of whether the program
is claimed as: (a) an article, (b) a
process described in terms of the
operations performed by a machine
pursuant to a program, or (c) one
or more machine configurations
established by
program.

New questionnaires scheduled
The College Entrance Examina
tion Board and the American
Council on Education will work
with the College Research Center
to prepare questionnaires for appli
cants to determine their scholastic
background, motivation, what they
expect to gain from a higher edu
cation, and why they chose to ap
ply to a particular college.
The College Research Center,
organized two years ago on an in
formal basis to analyze student
performance, has applied for a New
York State Regents charter now
that it has become more formal in
structure, according to a New York
Times article.
Management Services
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